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Human Brain 
The diagram depicts areas of the brain mentioned by two speakers at the behavioral economics conference. 
Steven Quartz spoke of the midbrain dopamine system and various areas of the cortex. George 
Loewenstein referred to the brain as having three evolutionary parts: the reptilian brain, the mammalian 
brain, and the neocortex. According to a theory developed by Paul MacLean, former director of the 
National Institute of Mental Health, these three parts developed successively in this order as the human 
species evolved. Subsequent modifications suggest that the relationship among these parts is more subtle 
than originally conceived, but the general idea remains that lower, more primitive areas of the brain 
mediate more basic behaviors, while "newer" structures mediate higher cognition. 
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function. As Camerer said, the brain is an "evolved 
(and developed, and socialized) collection of modular 
systems, which interact to produce behavior. As a 
result, it is unlikely that this brain would maximize 
any single function, like a utility function, over health-
work-leisure-money tradeoffs." Put another way, the 
brain is far too complicated to single-mindedly pursue 
one task. Studying the biology of the brain is, there-
fore, essential to understanding human behavior, even 
human economic behavior. 
Endogenous institutions and "missing psycholo-
gy" are two other hot areas for future research. 
Exploring how we structure institutions to help us 
deal with, or take advantage of, our inherent biases 
would be useful for policy. With respect to "missing 
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psychology," so far, behavioral economics has incor-
porated as alternatives to the rational model only 
those psychological ideas that fit well with econo-
mists' theories. There are central concepts in psycholo-
gy that do not fit as easily into economists' tests of 
rationality but may be just as important, or more so, in 
explaining some economic behavior. 
Crucial to the contribution that behavioral eco-
nomics can provide to policy formulation is a discus-
sion of welfare. Camerer outlined several different 
types of utility-anticipated utility, the utility revealed 
by the individual's actual choice, the utility derived 
while consuming those choices, and finally, the 
remembered utility. These utilities often do not coin-
cide, and they are often associated with different parts 
New Englilnd Economic Review 


